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in brief 



1954 

(52 Weeks) 

1953 

(53 Weeks) 

Sales . 

. $39,960,505 

$41,418,420 

Earnings 

before taxes on income . 

. 1,418,234 

1,432,434 

Net earnings . 

. 682,234 

607,434 

Earnings 

per share of common stock . 

. 81c 

72c 


LUCKY STORES, INC. 
1701 First Avenue 
San Leandro, California 
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THE 

PRESIDENT’S 

LETTER 


7 954 .... 
a report of a 
year of 
consolidation 


" I HROUGHOUT the past year, and in accord- 
/ ance with predetermined policy that was out- 
J lined in the last Annual Report, the company 
has followed the line of conservatism by con¬ 
solidating its financial position in order to he solidly 
prepared for a progressive and energetic program of 
expansion. This was the result of considered judg¬ 
ment on the part of management to meet the con¬ 
tinuing demands of modern merchandising and com¬ 
petitive influences. Much has been accomplished in 
material gains, and considerable progress has been 
achieved from the standpoint of organizational im¬ 
provement. These, together, are currently reflecting 
some of the benefits which were anticipated. We are 
now rendering a more complete service to our cus¬ 
tomers by offering a wider selection of quality mer¬ 
chandise at competitive prices, plus the conveniences 
of the latest modern facilities and fixtures. 
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Sales volume for the fifty-two weeks of 1954 amounted to $39,960,505 compared with 
$40,640,000 for fifty-two weeks of 1953. The latter figure does not include the fifty-third 
week of 1953, which is an extra week in the annual period, caused by our method of ac¬ 
counting, and occurs about every sixth year. On a direct comparative basis, therefore, of 
fifty-two weeks, sales volume shows a net decline of approximately 1.7 per cent. Had our 
building program been pursued at a faster pace, we would have been able to offset the loss 
of sales, which was largely attributable to the closing of four stores in the latter part of 
1953 and two stores in 1954. Three stores were opened in November of 1954, but this was 
too late in the year to reflect any important change in sales volume. We feel, nevertheless, 
that these closings conformed with our established policy of conservation and were in the 
best interests of the company. The operating results of the individual stores involved were 
unprofitable due to obsolescence or sharply reduced residential occupancy. 

We have now emerged from the period of consolidation and are again moving forward to 
expand our outlets in growing areas of population which offer attractive potentials in sales 
volume. An indication of the improved results being obtained is reflected in sales since 
the first of the year which are higher than the previous year by over 5 per cent. As a result 
of intensive training programs, our staff is fully prepared to cope with this expansion and 
are enthusiastic in their attitudes toward the added responsibilities being assigned to them. 


# 


HOW THE LUCKY DOLLAR WAS DIVIDED 



1954 


MANUFACTURERS, PRODUCERS, SUPPLIERS . 77.07 

WAGES . 11.25 

RENT, ADVERTISING, SUPPLIES, INSURANCE . 5.36 

DEPRECIATION AND REPAIRS . 1.75 

TAXES . 2.86 

DIVIDENDS . 1.18 

RETAINED IN BUSINESS . .53 
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.... The wisdom of the policy we have followed is confirmed by the net 
overall results obtained for the year. In spite of the slight decline in sales volume, sub¬ 
stantially higher base pay schedules granted during the year to union labor, and a charge- 
off of $81.000 for earned vacation accruals, we were able to produce very satisfactory 
earnings. Had we elected to not change the method of accounting for earned vacations, pre¬ 
tax earnings and net profit would have set a new high record in the history of the company. 
After these items had been absorbed, the pre-tax earnings amounted to $1,418,234, and 
after allowing provisions for federal income taxes of $736,000 or 92 cents per share, the 
net profit amounted to $682,234 or 81 cents per share of common stock. 

These earnings for the year 1954 are at the rate of 1.71 per cent of gross sales, which we 
feel is a very satisfactory rate by comparison, as it is substantially higher than the aver¬ 
age for the industry. Earnings for the year previous were $607,434 or 1.47 per cent of 
gross sales. The net profit for 1954 therefore represents an increase of 12 per cent. Dur¬ 
ing the year, regular quarterly dividends were paid on the 5*/£ per cent cumulative pre¬ 
ferred stock and four quarterly dividends of 12*/2 cents were paid on the common stock, 
plus a five cent special dividend in February, 1954. A dividend of 15 cents was declared 
January 21, 1955, and was distributed on February 15, 1955. 
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'tyinfincffi/- ... In addition to the accomplishments in operational results, we have not 
neglected to preserve the financial soundness of the company. During the year we pur¬ 
chased 2,525 shares of cumulative preferred stock to meet the requirements of the sink¬ 
ing fund, and there are now 20,754 shares outstanding, compared to the original issue of 
40,000 shares. Cash on hand and in hanks at the end of the fiscal year amounted to 
$1,946,585, and accounts payable amounted to $2,078,539. 

The long term portion of debt was reduced by $94,936 and is now outstanding in the 
amount of $963,058. Earned surplus was increased to $1,790,861 and paid-in surplus was 
increased to $2,009,226. Further details on the balance sheet and income statement are 
presented on other pages of this report. 


• ... At the present time we have four new stores under construction, one 
each in San Jose, Centerville, Orinda, and Sacramento. The latter is being built on prop¬ 
erty purchased by the company and will be sold on a lease-back arrangement after it has 
been in operation for a reasonable length of time sufficient to establish its normal pro¬ 
duction of sales. Leases have been signed for three other new stores within the perimeter 
of our operations, and negotiations are in progress for an additional four units. Much op- 
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timism prevails for the future economy of the country, particularly in California where 
population increases are continuing steadily and at a rate more rapid than the remainder 
of the nation. We feel that the company is well equipped with the needed personnel, 
equipment, and mechanical facilities to handle efficiently and profitably a substantially 
higher volume of business. 


t j&l&OfWte /.... The total number of employees at the end of the year was 1,024. 

We are proud of the length of service of many of our employees, which number 359 with 
five years or more, and we are confident that all of them are equally proud of their asso¬ 
ciation with the company. Although the company has been in existence only 24 years, the 
following is a commendable record of employee service: 

No. of 

Service Employees 

5 to 9 years. 280 

10 to 14 years. 51 

15 to 20 years. 22 

over 20 years. 6 

Hospitalization insurance, life insurance, and other benefits are some of the contributions 
the company has made for their welfare, and we expect to continue to improve our relation 
with employees whenever it is possible to do so. They provide the liaison with our most im¬ 
portant asset — our customers. 

In conclusion, it is fitting to pay tribute to these fine people who have contributed so much 
to what has been accomplished in the past. They have worked together in harmony and 
high spirit and we are counting on them to continue their wholehearted efforts for the fur¬ 
ther betterment of the company. We also want to thank the shareholders for their continu¬ 
ing confidence and to welcome those who became shareholders during the year. We extend 
our appreciation to the Board of Directors and our suppliers for the support and coopera¬ 
tion that they have given so generously. 
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SACRAMENTO 


WALNUT CREEK 


ORINDA 


ICHMOND 


EL CERRITO 
ALAMEDA 


CENTE 


SANTA ROSA 


OAKLAND 


HAYWARD 


BAYSHOREfJ^l 


SAN FRANCISCO 


BURLINGAME 


SAN BRUNO 








YEARS AT A GLANCE 




Sales . 

Earnings Before Taxes on Income. 

Federal Taxes on Income. 

Net Earnings . 

Dividends Paid on Preferred Stock. 

Earnings on Common Stock. 

(Outstanding Shares) . 

Earnings Per Share Common Stock. 

Dividends Paid on Common Stock. 

Stockholders’ Equity: Preferred and Common 

Stockholders’ Equity: Common. 

Current Assets . 

Current Liabilities . 

Working Capital . 

Long-Term Debt . 


1954 

1953 

$39,960,505 

$41,418,420 

1,418,234 

1,432,434 

736,000 

825,000 

682,234 

607,434 

30,146 

33,006 

652,088 

574,428 

(804,063) 

(800,113) 

.81 

.72 

440,789 

400,062 

5,324,016 

5,149,493 

4,805,166 

4,567,518 

5,750,288 

5,517,281 

3,485,133 

3,174,983 

2,265,155 

2,342,298 

963,058 

1,057,994 


10 






















1947 TO 1954 INCLUSIVE 



$ 40 , 243,845 

$ 36 , 141,565 

$ 32 , 676,798 

1 , 322,608 

792,615 

1 , 344,411 

721,000 

350,000 

634,000 

601,608 

442,615 

710 , 411 

36,378 

41,258 

46,729 

565,230 

401,357 

663,682 

( 800 , 113 ) 

( 800 , 113 ) 

( 800 , 045 ) 

.71 

.50 

.83 

400,062 

400,062 

312,526 

5 , 036,112 

4 , 936,021 

5 , 065,948 

4 , 392,512 

4 , 222,421 

4 , 216,848 

5 , 104,287 

4 , 711,184 

5 , 552,753 

2 , 879,209 

2 , 700,763 

2 , 686,185 

2 , 225,078 

2 , 010,421 

2 , 866,568 

1 , 154,437 

1 , 243,123 

1 , 333,426 


$ 30 , 392,600 

$ 30 , 919,791 

$ 26 , 090,404 

1 , 040,119 

430,409 

371,624 

' 396,000 

165,000 

60,000 

644,119 

265,409 

311,624 

47,483 

52,312 

35,906 

596,636 

213,097 

275,718 

( 625 , 045 ) 

( 525 , 045 ) 

( 450 , 045 ) 

.95 

.41 

.61 

262,523 

168,767 

168,762 

3 , 710,006 

2 , 986,548 

2 , 704,770 

2 , 860,281 

2 , 059,598 

1 , 704,770 

3 , 711,196 

3 , 213,528 

3 , 193,993 

2 , 223,607 

2 , 223,503 

2 , 221,834 

1 , 487,589 

990,025 

972,159 

514,000 

88,770 

None 








Through its 38 strategically located supermarkets (see map on pages 8 and 9),, 
Lucky Stores, Inc., through its modern fleet of trucks serves daily and directly from 
its centrally located warehouse, nine great counties surrounding the San Francisco 
Bay (Alameda, Contra Costa, Monterey, San Mateo, Santa Clara, Sacramento, San Fran¬ 
cisco, Sonoma and Stanislaus). 


During 1954 , Lucky s truck fleet covered 530,975 miles between the San Leandro warehouse (illustrated 
above) and the 38 Lucky Stores in the Bay Area. During this period , there was no incident of mechanical 
road failure or highway accidents. A total of 19 out of 23 Lucky Store drivers are eligible for National Safe 
Driving Awards. 
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Lucky Advertising Attracts New Customers 
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LUCKY STORES, INC. 

(A California Corporation) 


STATEMENT OF FINANCIAL POSITION 

(See notes to financial statements) 


Current Assets: 

Cash 

Accounts receivable . 

Inventories: 

Merchandise (Note 1) 

Supplies and wrapping materials, at cost 
Unexpired insurance premiums, prepaid taxes and rents 


Jan. 2,1955 


$ 1,946,585 
183,885 


3,164,549 
151,424 
303,845 
S 5,750,288 


Current Liabilities: 

Notes payable—instalments due within one year (Note 2) $ 94,940 

\ccoimfts payable 2,078,539 

Accrued wages, taxes (except federal taxes on income), insurance, rent, etc. (Note 3) 578,092 

Estimated federal taxes on income 733,562 

$ 3,485,133 

Excess of current assets over current liabilities $ 2,265,155 

Property, plant and equipment, at cost, less accumulated depreciation and 

amortization (Notes 2 and 4> 3,959.309 

Deferred charges 62,610 

$ 6,287,074 


Deduct: 

Notes payable—instalments due after one year (partially secured, 
see Note 2 lor details) . 

Excess of assets over liabilities 

Represented by: 

Cumulative preferred stork, par value $25 per share (Note 5) : 



Jan. 2,1955 

Jan. 3,1954 


Shares 

Shares 

Authorized 

100,754 

103,279 

Issued, 5*4% series 

20,754 

23,279 

Common stock, par \ alue $1.25 per share <Note 6 > : 



Authorized 

1,000,000 

1,000.000 

Issued 

804.063 

800.113 


Capital in excess of par value of stock outstanding (Note 7) 

Income retained for use in the business, per accompanying statement (Note 8) 


963,058 
$ 5,324,016 


S 518,850 


1.005,079 
2,009,226 
1,790,861 
S 5,324,016 


Jan.3,1954 

$ 1,943,552 
132,527 

3,021,560 
147,415 
272,227 
$ 5,517,281 


$ 93,337 

1,743,402 
486,901 
851,343 
$ 3,174,983 
$ 2,342,298 

3,806,309 
58,880 
$ 6,207,487 


1,057,994 
$ 5,149,493 


$ 581,975 


1,000,141 
1.987,815 
1,579,562 
S 5,149,493 
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LUCKY STORES, INC. 

(A California Corporation) 


STATEMENT OF INCOME 

(See notes to financial statements) 


Fiscal Year 


52 weeks 
ended 
Jan. 2, 1955 


53 weeks 
ended 
Jan. 3,1954 


Sales, less returns and allowances *39,960,505 

Cost of poods sold 30,797,987 

$ 9,162,518 

Selling, general and administrative expenses . $ 7,239,857 

Provision for depreciation and amortization (Note 4) 442,754 

Interest expense 1 5,0 72 

Other expenses, net 16,601 

$ 7,744,284 
$ 1,418,234 


Provision for estimated federal taxes on income (including $110,000 

for excess profits tax in 1953) 736,000 

Net income $ 682,234 

Income for prior years retained for use in the business 1,579,562 

$ 2,261,796 

Deduct: 

Dividends paid in cash: 


Cumulative preferred stock, $1.37% p«*r share each year $ 30,146 

Common stock—1954, $.55 per share; 1953, $.50 per share 440,789 

$ 470,935 

Income retained for use in the business at end of fiscal year (Note 8) $ 1,790,861 


$41,418,420 
32,103.450 
$ 9,314,970 
$ 7,368,539 
420,661 
49.601 
43,735 
$ 7,882,536 
$ 1,432,434 

825,000 
$ 607,434 

1,405,196 
$ 2,012,630 


$ 33,006 

400,062 
$ 433,068 

$ 1,579,562 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1—Merchandise inventories: 

Merchandite inventories as of January 2, 1955 were priced on the same basis as in the prior year, as follows: 

In stores -at estimated cost, computed by reducing retail value of inventories by approximate percentage of markup. 

In warehouses, preparatory kitchens, etc.—at cost, on a basis of first-in, first-out, or market, if lower. 

In transit or stored at vendors* warehouses at cost. 

NOTE 2—Notes payable: 

Notes payable at January 2, 1955 comprised unsecured notes with a balance of $512,600 issued under a loan agreement dated November 29. 1949, and 
a note with a balance of $545,398 secured by a deed of trust to the Company’s land, warehouse and other buildings. The unsecured notes are due in annual 
instalments to 1964 and bear interest at the rate of 4% |>er annum. The secured note is due in monthly instalments of $5,180, including interest at the rale 
of 4 c /c per annum, over a fifteen-year period to 1965. 

The loan agreement provides that the Company may not, without the prior consent of the lender, pay any dividend (other than a stock dividend), 
make any distribution to its stockholders, or purchase, redeem or retire any shares of stock of the Company except out of income accumulated since Janu¬ 
ary 2, 1949 , after deducting from such accumulated income the total amount of instalments of principal of the unsecured loans which became due after that 
date, or if, after giving effect to any such transaction, the current assets of the Co hip anv would be less than 125% of the current liabilities. The Company 
has also agreed to maintain working capital in an amount at least equal to the greater of (1) $750,000 or (2) one and one-quarter times the unsecured in¬ 
debtedness of the Company then outstanding which matures more than one year thereafter. 
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NOTE 3—Accrued liabilities: 


In prior years, vacation pay was charged to income as the payments were made. For the year ended January 2, 1955 a provision totaling approxi¬ 
mately $>81,000 was made for vacations earned in 1954 and payable in 1955, which was in addition to the vacations paid and charged to income in 1954 in 
accordance with the Company’s previous practice; as a result, net income for the year is approximately $39,000 less than it would have been had the prior 
practice been continued. 


NOTE 4—Properly, plant and equipment: 


Buildings (pledged to secure note payable).... 

Leasehold costs and improvements... 

Furniture and equipment ...„..... 

Automotive equipment ....——--- 


Less—Accumulated depreciation and amortization .—...... 


Land (pledged to secure note payable)------ 

Sacramento store under construction (including cost of land, $45,002) 


Jan. 2, 1955 

Jan. 3, 1954 

$1,281,779 

$1,267,498 

566,118 

509.348 

3,332.745 

3,010,254 

566,546 

547,917 

612 

612 

$5,747,800 

$5,335,629 

1,903,927 

l v S9i t S74 

$3,843,873 

$3,741,055 

65,254 

65,254 

50.182 


$3,959,309 

$3,806,309 


Provision for depreciation of properties and equipment has been made at rates based upon the estimated useful lives of the various classes of assets. 
As permitted by the Internal Revenue Code of 1954, a change was made from the “straight line” to the “sum of the years-digits” method of calculating 
the provision for depreciation of additions, since July 4, 1954, to furniture and equipment and automotive equipment. This change had no material effect 
on the net income for the year ended January 2, 1955. 

As of January 2, 1955 the Company operated thirty-eight stores, all of which were held under lease. In addition, the Company had leased six store 
locations on which stores are expected to be completed and opened during 1955, and purchased land in Sacramento on which a store is to be constructed at 
an estimated cost of $200,000 (including cost of land) ; it is anticipated that the Sacramento store will later be sold and leased hack by the Company. Of 
the forty-five leases in effect at January 2, 1955 (including a lease, expiring in 1956, on u store closed in 1954) sixteen expire during the years 1955 to 
1969 and provide for minimum annual rentals of approximately $168,000; the remaining twenty-nine leases rxpire during the years 1970 to 1980 and pro¬ 
vide for minimum annual rentals of approximately $539,000. Most of the leases also provide for additional rentals if sales exceed specified amounts; 
excess rentals for the year ended January 2, 1955 on these leases totaled approximately $71,000. Generally, fixtures and equipment at the stores are owned 
by the Company. 


NOTE 5—Preferred stock: 

The redemption and voluntary liquidation price of the 5 , / £% cumulative preferred stock is $27.50 per share. Annual sinking fund payments for re¬ 
tirement of preferred stock are required in amounts equal to the lesser of fifteen per rent of the net income of the Company for the previous fiscal year 
(after deducting from such income an amount equal to the full cumulative dividend requirements for such year on the preferred stock outstanding) or 
$125,000. A portion of the sinking fund requirement for 1955 has been met by the purchase and retirement of 5 , /£% cumulative preferred stock. The re¬ 
mainder of the 1955 sinking fund requirement is $62,475, which may be met either by deposit of cash in the sinking fund on or before May 1, 1955, or by 
purchase and retirement on or before May 1, 1955 of 5V£% cumulative preferred stock, for which credit will he given at the redemption price of $27.50 
per share. 


NOTE 6—Incentive stock option plan: 

The Company has adopted an incentive stock option plan which provides for the granting of options to purchase common shares of the Company 
(not in excess of 50,000 shares in the aggregate) to certain key employees, including officers. The option price may not he less than 95% of the fair market 
value of the common shares at the time the option is granted, and the term of the option may not exceed five years. 

Options expiring on January 19, 1959 have been granted to 59 officers and employees to purchase a total of 23,000 shares at $7 each, the published 
bid price on the date the options were granted, and 23,000 shares of the authorized but unissued common stock were reserved for the exercise of such op¬ 
tions. During 1954, 3,950 shares were purchased at the option price of $7 per share; the excess ($22,712) of the proceeds over the par value of the shares 
purchased was credited to capital in excess of par value of stock outstanding. 


NOTE 7—Capital in excess of par value of stock outstanding: 

Balance, January 3, 1954. .$1,987,815 

Excess of cost over par value of 5*4% cumulative preferred slock purchased and retired during year (Note 5). (1.301) 

Excess of amount received over par value of common stock issued pursuant to stock option plan (Note 6)—.«... 22,712 

Balance, January 2, 1955.....-.....$ 2,009,226 


NOTE 8—Income retained for use in the business: 

Under the terms of the loan agreement (see Note 2) and the preferred slock provisions of the Company's articles of incorporation, approximately 
$1,210,000 of income retained for use in the business at January 2, 1955 is restricted as to payment of cash dividends. 
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